N

130 CMR: DIVISION OF MEDICAL ASSISTANCE

415.414: Unlization Review

(A) Allinpatient services must be provided in accordance with 130 CMR 450.204 or 130 CMR
415.415, and are subject, among other things, to utilization review under 130 CMR 450.207
through 130 CMR 450.211 and to requirements governing overpayments under 130 CMR
450.235(B) and 450.237.

(B)(1) The Division (or its agent) will review inpatient services provided to members to

determine the medical necessity, pursuant to 130 CMR 450.204, or administrative necessity
and appropriateness, pursuant to 130 CMR 415.415, of such services. Any such review may
be conducted prior to, concurrently, or retrospectively following the member’s inpatient
admission. Reviewers consider the medical-record documentation of clinical information
available to the admitting provider at the time the decision to admit was made. Reviewers
do not deny admissions based on what happened to the member after the admission.
Howevex, if an admission was not medically necessary at the time of the decision to admit,
but the medical record indicates that an inpatient admission later became medically
necessary, the admission will be approved as long as all other Division requirements are met.
(2) If, pursuant to any review, the Division concludes that the inpatient admission was not
medically or administratively necessary, the Division will deny payment for the inpatient
admission. .
(3) I the Division issues a denial notice for an acute inpatient hospital admission pursuant
to 130 CMR 415.414 and 450.204 as well as either 450.211 or 450.237, the hospital may
rebill the claim as an outpatient service, as long as the Division has determined the service
would have been appropriately provided in an outpatient setting. In order for the hospital to
receive payment under 130 CMR 415.414(B)(3), the outpatient claim and a copy of the
denial notice must be received by the Division within 90 days from the date of the denial
notice and must comply with all applicable Division requirements.

.(C) To support the medical necessity of an inpatient admission, the provider must adequately
document in the member’s medical record that a provider with applicable expertise expressly
determined that the member required services involving a greater intensity of care than could be
provided seafely and effectively in an outpatient setting. Such a determination may take into
account the amount of time the member is expected to require inpatient services, but must not
be based solely on this factor. The decision to admit is a medical determination that is based on
factors, including but not limited to the:

(1) member's medical history;

(2) member's current medical needs;

(3) severity of the signs and symptoms exhibited by the member;

(4) medical predictability of an adverse clinical event occurring wnh the member;

(5) results of outpatient diagnostic studies;

(6) types of facilities available to inpatients and outpatients; and

(7) Division’s Acute Inpatient Hospital Admission Guidelines in Appendix F of the Acute
Inpatient Hospital Manual and in various appendices of other appropriate provider manuals.
The Division has developed such guidelines to help providers determine the medical -
necessity of an acute inpatient hospital admission. These guidelines indicate when there is
generally no medical need for such an admission.

(D) If, as the result of any review, the Division detenmines that any hospital inpatient admission,

 stay, or service provided to a member was not covered under the member's coverage type (see
130 CMR 450.105) or was delivered without obtaining a required authorization including, where
applicable, authorization from the member’s primary-care provxder, the Division will not pay for
that inpatient admission, stay, or scrvice.

415.415; Bcimbufsablc Administrative Davs -

(A) Administrative days as defined in 130 CMR 415.402 arc rcunbursable if the following
conditions arc met:
(1) the recipicnt requires an admission to a hospital or a continued stay in a hospital for
reasons other than the need for services that can only be provided in an acute inpatient
hospital as defined in 130 CMR 415.402 (see 130 CMR 415.415(B) for examples); and

< T
AR ]

820199 OFFICIAI‘ 130 CMR - 268.1



Commonwealth of Massachusetts SUBCHAPTER NUMBER AND TITLE PAGE

Division of Medical Assistance

Provider Manual Serics APPENDIX F: ADMISSION GUIDELINES F-2
ACUTE INPATIENT HOSPITAL TRANSMITTAL LETTER DATE
MANUAL - AIH-34 . 06/11/99

10.

11.

The admission occurs when the member’s condition had improved significantly in response to

outpatient treatment with a progression toward either normal clinical parameters or the member’s
baseline.

The admission is for further monitoring or observing for potential complications when the member
undergoes a procedure that is appropriately performed in an outpatient setting according to the
current standards of care, the procedure is performed without complications, and the member’s
clinical status is approaching either normal clinical parameters or his or her baseline.

The admission is primarily for providing or monitoring the services and treatment of a member with
multiple or complex medical needs whose needs were adequately being met in a setting other than an
acute inpatient hospital prior to that admission.

The admission of a member whose baseline clinical status is outside of the normal clinical
parameters and whose condition has been managed successfully on an outpatient basis, when the

admission is based primarily on the member’s abnormal status, unless that status has significantly
deteriorated.

The admission is primarily to observe for the possible progression of labor when examination and
monitoring does not indicate definite progression of active labor leading to delivery.

The admission is primarily for education, teaching, minor medication changes and/or monitoring, or
adjustment of therapies associated with a medically stable condition(s).

The admission is primarily because the member requires sedation or anesthesia in order to conduct
diagnostic tests that are appropriately performed in an outpatient setting according to the current
standards of care, when there are no serious complications requiring inpatient services.

The admission of a member whose baseline condition requires the use of complex medical
technology, when the admission is primarily due to the need for such technology or other

maintenance services related to the pre-existing medical condition(s), unless the member’s condition
is significantly deteriorating.

The admission is primarily for a continuation of treatment or monitoring that has already been
delivered effectively in the home, hospital outpatient department, or other institutional setting.

The admission of a member who is a patient or resident in another institutional setting, and is
admitted primarily for diagnostic or treatment services that could have been provided in the
member’s current institutional setting or by using outpatient services.

12. The admission of a member who has simple, uncomplicated, outpatient surgery and is being

admitted primarily because of the time of day or the need for postoperative observation.

)
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13. The admission is primarily due to the:
» amount of time a member has spent as an outpatient in a hospital or other outpatient settmg,
time of day a member recovers from outpatient surgery;
need for education of the member, parent, or primary caretaker;
need for diagnostic testing or obtaining consultations;
need to obtajn medical devices or equlpment or arrange home care or other noninstitutional
services;
age of the member;
convenience of the physician, hospital, member, family, or other medical provider;
type of unit within the hospital in which the member is placed; or
need for respite care.

9 D. Observation Services
[excerpted from the Division's outpatient hospital regulations at 130 CMR 410.414]

Reimbursable Services. The Division covers medically necessary observation services provided by acute
inpatient hospitals. Reimbursable observation services may exceed 24 hours, and do not need to be
provided in a distinct observation unit. To qualify for reimbursement of observation services, the
medical record must specifically document when those services began and ended, the purpose of

{" observation, and the name of the physician who ordered it. Acute inpatient hospitals will be reimbursed
R for these observation servnces on an outpatient basis in accordance with the signed provider agreement
with the Division.

Nonreimbursable Services.
(1) Nonreimbursable observation services include but are not limited to:

(a) services that are not reasonable or necessary for the diagnosis or treatment of the member;
and
"(b) routine preparation and recovery services associated with diagnostic testing or outpatient
surgery.
(2) The following services are not reimbursable as a separate service:
(a) postoperative monitoring during a standard recovery period that should be characterized as
recovery-room services; and
(b) observation services provided concurrently with therapeutic services such as chemotherapy.
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Acute Inpatient Hospital Admission Guidelines

A. Introduction

/

. -
+ Qutpatient Services — medical services provided to a member in an outpatient setting including but not

This appendix is intended to help providers make appropriate decisions about the medical necessity of
acute inpatient hospltal admissions. These gmdclmes have been approved by physicians from several
medical specialties who have active practices in Massachusetts. Providers making decisions on whether
to admit a member as an inpatient should use their medical judgment and these guidelines. Services that
meet medical-necessity criteria at 130 CMR 450.204 and the rules governing reimbursement of inpatient,

outpatient, and observation services in 130 CMR 410.414 (see section D of this appendix) and 415.414
are reimbursable by the Division.

Definitions for Inpaﬁent, Observation, and Outpatient Services
The reimbursability of services defined below is not determined by these definitions, but by application
of the Division’s regulations in 130 CMR 410.000, 415.000, and 450.000.

Inpatient Services — medical services provided to a member admitted to an acute inpatient hospital.

Observation Services — outpatient hospital services provided anywhere in an acute inpatient hospital, to
evaluate a member’s condition and determine the need for admission to an acute inpatient hospital.
Observation services are provided under the order of a physician, consist of the use of a bed and

irtermittent monitoring by professxonal licensed clinical staff, and may be provided for more than 24

hours. (;

Qutpatient Hospital Services — medical services provided to a member in a hospital outpatient
~department. Such services include, but are not limited to, emergency services, primary-care services,
, observation services, ancillary services, day-surgery services, and recovery-room services.

limited to hospital outpatient departments, hospital-licensed health centers, physicians’ offices, nurse

" practitioners’ offices, freestanding ambulatory surgery centers, day treatment centers, or the member’s

C.

home.

s

Admission Guidelines

The following guidelines describe admissions that generally are not medically necessary. This is not an
all-inclusive list. The Division or its agent may also determine that other admissions not characterized in
this list are medically unnecessary and nonreimbursable on an inpatient basis.

1. The admission occurs following observation services, and the admitting provider has not
documented at least one of the following in the medical record at the time the decision to admit is
made:

e Failure to respond to outpatient treatment and a clear deterioration of the patient’s clinical status;

« asignificant probability that the treatment plan will continue to need frequent clinical
modifications and what specific modifications are necessary;

« instability of the patient that is a deviation from either normal clinical parameters or the patient’s
baseline; or

« arequirement for more intensive services than were already being delivered while the patient
was on observation status, and a physician’s order for each specific new service.
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Boston Public Health Act of 1935
Ve LR ST

AN ACT RECATIVE YO PUBLIC NZALTE I IAX CITY Or- BOSTON.

3e ¢ enacted by che Scnate and Nouse of Reprasestacives io Ceneral Coace

asgesdled, and by the auchocity of the sané.” as followss

SECTION 1. {4) It Iz hageby declared €oc the benellt of the pecple of
the city of Bostoa, in ocrder that there be an inccease la theic wvelfare and an

taproveneat {a their llviag coaditicas, it ta- essential that a aev public

health care systes ba establisbhed for the city of Boatoa that can mast the
challenges of a capidly chniwlnq-hgnlth care epvicoaneat and emsute Cthe coa-

tinuous delivery of quality health cace to the casidents 9L the cltys ehat the

nev public health c‘t;':yltc- must be able to coocdlnate cutresch, health edu-

catioa, pcevantlon, outpatlent, homa cace, ewecgency, lopstieat, specialey,

afteccace, fehadilitatlon. and long teca cacre secvicas {a ocder ta create a
cosprehensive ind lategrated coatliouua #0f cace vith the goal of prosotlag
health and vell-belng, meeting the medical and public health seeds .of all
setved and of :‘.-’cducnlnq future physiclans and cgth_l;u’n;‘ that & nev public

health comafssfon be created In the city of Boston as the successor <o  the

city’s depactwent of health and honpl:_-l- in ocdec to better adalnistec, en—
hance and expand the public health n-rvlc-; providad by the clty; and that the
':clty'l_ aev public health care system should wn‘-ht of s aetvock of healtd
care peovidera jolalng the clty®s traditicaal public health services and Ca-

cilicles vith private bhospitala, coemunity health centecs and othar assoclated

ity based ocgantzations and providecs.
(&) It 48 heredy fuccthec declared facr the beaefit of the people of the

clty of Soston that the clty should be empovated to pcovide Coc the establish-

went of & oaw medfcal Ceater as the centerplece of the clty’s pudlic healtd

Aetwvack to be couposed of Boston City Hospltal, Boston Speclalty and Rebadiit-
",
tation Bospltal and a private, nonprgtjt hospitals that the alsslon of the aev
N h B
medical cemtec, in pactaecship with the clty®s public health coasmlsslon, cow

=ualty bealth ceaters 4«ad Othet communlty based providecs, shall be to con-

ststeatly provide excellent and accesdlble health cace secvices to all 1a meed
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- sclence

of cace, z.g“dl-:u of -t).:u- nr. Abl:]:lt' to gaxAn‘_.‘x‘Eg“t_‘u’o__oqnl:lnq the blatocic
wission -nd co-_-lz‘-.cnt ot__b_o_g_toc‘_s:l.t‘y _llolpl_t.l._t‘_o the pu'.bl..l_p_:_.h’.lth JAeeds ol
all culdjc'nu. of Boston, the nev medlcal ccitu". shall have a‘contloved Gowmlt=-
aent to the ucban. powl.l:lén,- to, wlnctibl.;po?ul._‘tlan{_\d.t.hln the city, ta= -

cluding thase resideats of the clty mbo.ars sundersesved: by

exisciag ' health *
cace ,lc'tvlc'al'_._. And _to other coamnfties secvedytbat. the nev aedical centec*
shall play an Impoctant cols as a cefeccal, xu_tt.hq level’ :hosplital. " secving-
the :ch'ut in a Clsanclally respoasible -.-unc:'gnd;eoat'lmc.to. secve the most
acutely i1l pagient populatioas; and-that:in én«:‘::qndnc: of this alusioa, the-
Rev wmedlcal ceater shall co-lt_ltuu to six-aquakly fspoctaht guldlagipctin-
¢lplest (1} ensuciog the availabilicy ol-~; -full : range -0f primacy through
ccrt~!arr. medlcal pcograns,. iln addition to a conaltment to puh'uc bealth, pee
ventive, esergency aad long tetm cehabilitative ,cace programay (1} secviag
both wurban and subugban coazunities in a ml;;un}ly_'nd ll.m&l-tlally coupe~
tent manner that strives to meet the curcent ind changlng health care needs of
people of all caces, lanluqn. cultuces and economic €lasses; (3} providing a

bigh degcee of medical, nursing, sanagement and techalcal coapetency and ac-

counctability; (4) enhanclng its cole as a -:."n'joz acadenic medical ceater, la-
cluding lﬁppott £Qg.blo-uedlical, public health, medlcal education iad basic
tescacchy (3) providing .sanaged care

secvices €O the coaaunlties

secved by the fev acdical ceater and pacticlpacing ellfectively and

tively 1n wanaged cace plans secving cthe pacient populaclon: and (§) tceating!

l:: patleats, stafl and the coaunities sagved with respect and dignizy. :
Tals act may tfc celected to and clted as the Bostoa Public Healt: Ace of
139s.
SOCTION 2. As used In thls act the following wocds shall, unlesc the con-
text othetvise cequices, have the followiag meanings:-—. :
“80ard of health and hospitals™, the boacd of heslth and bosplcils of the
city established pucsuant to chaptec six.hundced and fiCty-six of ths acts o
alneteon hundced and slizty~Live.
) “Soston Clty MNospital~, the h‘;“blsll located in the clty provided Coc by
chapeer one hundced and thfrteen of the :}:- of aighteen hundged an¢ Clley—
cacre and coatcol of the dopnrt-.nﬁ of healcdhh and tospitals,

elight undec the

and all beanches thereol hecotoloce Of heaceatftec esgtablished, and ol
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114.1 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY

36.05: continued

When a pauont becomes ncwly Medn:nd chg:ble orif tbey beoome ehgnble becanse other
insurance benefits have been exhausted after the date of admission and prior to the date of
discharge, the acute stay is paid using the transfer per diem payment, established according
to 114.1 CMR 36.05(4), up to the hospital-specific per discharge amount. If the patient is at
administntivedaystatus(AD). payment will be made at the AD per diem, as established in

114.1 CMR 36.05(5).
- (i) Rat ) ician services. For physician services provided by hospital-
basedphysmmsmmdscudmpanm.thehommhsmbmsedmmdmmﬂ;md
subject to, the Physician Regulations at 130 CMR 433.000 et seq. Such reimbursement is
at the Jower of the fee in the most current promulgation of the Division of Health Care
Finance and Policy fees as established in 114.3 CMR 16.00, 1700 1800md2000 or the
hospital’s usual and customary charge.

Hospitals are reimbursed for such physician services only if the hospital-based physician
took an active patient care role, as opposed to a supervisory role, in providing the inpatient
service(s) on the billed date(s) of service. Physician services provided by residents and
interns are reimbursed through the DME portion of the SPAD, and, as such, are not
reimbursable separately.

Hospitals are not reimbursed for inpatient physician services provided by community-
basedphys:cxans

1. The methodology described in 114.1 CMR 36.05 applies to rates for Medicaid
recipients enrolled in Managed Care Organizations (MCOs) with the exception of the
following.
a. A scparate casemix index is calculated for disabled recipients and applied to the
statewide standard payment amount per discharge. This results in a distinct and
separate per discharge rate, outlier rate and transfer rate which applies to disabled
rezipients enrolled in MCOs. Disabled recipients earolled in the Medicaid program
are defined as those recipients cligible under S.S.I. and Medicaid Disability
Assistance (categories of assistance 03 and 07). .
b. A separate casemix index is calculated for non-disabled recipients (all other
categories of assistance) and applied to the statewide standard payment amount. This
results in a distinct and separate per discharge rate, outlier rate and transfer rate
which applies to all Medicaid recipients enrolled in MCOs, except disabled
recipients.
2, fanMCO offexstopayahospml arate equivalent to the applicable rate of payment -
established for that hospital by 1i4.1 CMR 36.05 for services to the MCO's Medicaid
enrollees, that hospital is required to accept the MCO's rate offer as payment in full for
those enrollees. This requirement does not preciude an MCO from choosing to pay any
hospital at a rate higher or lower than the applicable rate of payment established for that
hospital by 114.1 CMR 36.05 for sexvices to the MCO's Medicaid carollees.
(k) Matemity/Newborm Rates Delivery related maternity cases are paid on the standard
payment amount per discharge (SPAD) basis with one SPAD paid for the mother and one
SPAD paid for the newborn. The rate includes payment for all services except physician
services provided in conjunction with a maternity stay, including but not limited to follow-up
home visits provided as incentives for short delivery stays. There are no additional payments
to the hospitals or to other entities, such as Visiting Nurse Associations or home health
agencies, for providing services in collaboration with the hospital. Hospitals are required to
apply any and all matemity and newbom policies and programs equa.lly to all patients,
regardless of payer.

(3) Qutlier Rates of Payments.
(a) Eligibility. An outlier per diem payment is added to the standard payment amount per
discharge for a particular patient if all of the following conditions are met:
1. the length of stay exceeds 20 cumulative acute days (not including days in a distinct
part psychiatric unit);
2. the hospital has fulfilled its discharge planning duties as required by 130 CMR
(Division of Medical Assistance rfgulauons).
Toug n
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114.1 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY

36.05: continued

3. the patient continues to need acute level care and is therefore not on administrative
day status on any day for which outlier payment is claimed;

4. tbepanentlsnoupanentmadxsunctpanpsycMaMcmmonanydayforwhxchan
outhe:paymenuse.lumd.

fien nept amount. To derive the RY0O0 standard payment amount
pﬂday.thcmmdewmgcpaymtammmtperdmehargewasdmdedbydwamgc
FY95 all-payer length of stay of 5.0931. The hospital-specific capital, direct medical
cducation, and pass-thru per diems were derived by dividing the per discharge amount for
cach of these componcats by the hospital’s MassHealth leagth of stay. The outlier per diem
payment is equal to fifty-five pércent of the statewide average payment amount per day
multiplied by the hospital’s wage area index and casemix index, plus a per diem payment for
the hospital’s pass through costs, direct medical education, and capital payment amounts.
(c) Pediatric Qutlier Payipent. In accordance with 42 U.S.C. 1396a(s), an annual pediatric
outlier adjustment is made to acute care hospitals providing medically necessary inpatient
hospital services involving exceptionally high costs or exceptionally long lengths of stay for
children greater than one year of age and less than six years of age. Only hospitals that meet
the Basic Federally-Mandated Disproportionate Share eligibility per 114.1 CMR 36.07(3)
are eligible for the pediatric outlier payment. The Pediatric Outlier Payment is calculated
using the data and methodology as follows:
1. Data Source. ThepnoryufsclmmsdanmdmgondubwmonofMedxcal
Assistance Massachusetts Medicaid Information System is used to determine
exceptionally high costs and exceptionally long lengths of stay.
2. Eljgibility is determined by the Division as follows:
a. Exceptionally long lengths of stay. First, calculate a statewide weighted average
Medicaid inpatient length of stay. This is determined by dividing the sum of
Medicaid days for all acute care hospitals in the state by the sum of total discharges
for all acute care hospitals in the state. Second, calculate the statewide weighted
standard deviation for Medicaid inpatient length of stay. Third, multiply the
statewide weighted standard deviation for Medicaid inpatient length of stay by two
and add that amount to the statewide weighted average Medicaid inpatient length of
stay. The sum of these two numbers is the threshold Medicaid exceptionally long
length of stay.
b. Exceptionally high cost. Exceptionally hlgh cost is calculated for hospitals
providing services to children greater than one year of age and less than six years of
age by the Division as follows:
i. First, calculate the average cost per Medicaid inpatient discharge for each
hospital. ’
ii. Second, calculate the standard deviation for the cost per Medicaid inpatient
disclmueforachhospiul.
iii. Third, multiply the hospital's standard deviation for the cost per Medicaid
mmtduchﬁgebytwomdddtodnhocpiursamageeostperMedxwd
inpatient discharge. The sum of these two numbers is each hospital's threshold
mdmdemepmmllyhlghm
c. Eligibility for a Pediatric Owtlier Payment, For hospitals providing services to
children grester than one year of age and under six years of age, the Division
calaﬂmthefollowmg'
i. the average Medicaid inpaticnt length of stay involving children greater than
one year of age and less than six years of age. If this hospital-specific average
Medicaid inpatient length of stay equals or exceeds the threshold defined in 114.1
CMR 36.05(3)(c)2.a., then the hospital is eligible for a Pediatric Outlier Payment.
ii. the cost per inpatient Medicaid case involving children greater than one year
of age and less than six years of age. If this hospital-specific Medicaid inpatient
cost equals or exceeds the threshold defined in 114.1 CMR 36.05(3)(c)2.b., then
the hospital is cligible for a Pediatric Outlier Payment.
iti. Payment to Hospitals, Hospitals qualifying for an outlier adjustment in the
payment amount pursuant to 114.1 CMR 36.05, receive 1/2% of the total funds
allocated for payment to acute hospitals under 114.1 CMR 36.07(3)(¢). The total
funds allocated for payment to acute hospitals under 114.1 CMR 36.07(3)(¢) are
reduced by the payment amount under 114.1 CMR 36.05(3)(c).
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114.1 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY

continued

{d) Infant Qutlier Payment In accordance with 42 U.S.C. 1396a(s), an annual infant outlier
payment adjustment is made to hospitals providing medically necessary inpatient hospital

~ services involving exceptionally high costs or exceptionally long lengths of stay for infants
under onc year of age. The Infant Outlier Payment is calculated using the data and
methodology as follows:

@

1. Data Source. The prior year's claims data residing on the Division of Medical
Assistance Massachusetts Medicaid Information System is used to determine
exceptionally high costs and exceptionally long lengths of stay.
2. Eligibility is determined by the Division as follows:
. o Bxcepuomllyl.onglmgﬂuofStay'ThemwideweiMavmgeMedncud
" inpatient length of stay is determined by dividing the sum of Medicaid days for all
acute care hospitals in the state by the sum of total discharges for all acute care
hospiulsmthem The mmwmdmm&md
inpatient leagth of stay is also calculated.

ThemwxdequsundnddevimonforlheMednwd inpatient leagth of
stay is multiplied by two, and added to the statewide weighted average Medicaid
inpatient length of stay. The sum of these two numbers is the threshold figure for
Medicaid exceptionally long length of stay.

b. ExeepumallyﬂnghCostismlcumedforhospmkptmdingmmmmfanm
under onc year of age by the Division as follows:

i. First, the average cost per Medicaid inpatient case for each hospital is

calculated;

ii. Second, the standard deviation for the cost per Medicaid inpatient case for

each hospital is calculated;

iii. Third, multiply the hospital's standard deviation for the cost per Medicaid

inpatient discharge by two, and add that amount to the hospital's average cost per

Medicaid inpatient discharge. The sum of these two numbers is each hospital's

threshold Medicaid exceptionally high cost.

c. Foreach hospital providing services to infants under one year of age, the Division
determines first, the average Medicaid inpatient length of stay involving individuals
under one year of age. If this hospital-specific average Medicaid inpatient leagth of
stay equals or exceeds the threshold defined in 114.1 CMR 36.05(3)(d)2.4., then the
hospital is eligible for an infant outlier payment.

Second, the cost per inpatient Medicaid case involving infants under one year of
age is calculated. If a hospital has a Medicaid inpatient case with a cost which
equals or exceeds the hospital’s own threshold defined in 114.1 CMR 36.05(3)X(d)2.b.
above, then the hospital is eligible for an infant outlier paymeat.

d. Payment to Hospitals. Annually, each hospital that qualifies for an outlier
adjustment receives an equal portion of $50,000. For example, if two hospitals
qualify for an outlier adjustment, cach receives $25,000.

s. The text and matrices contained in 114.1 CMR

36.05(4)setfonhthepaymentmestotnnsfenedpunnu.
(@)

Transfers between hospitals.

1. In general, payments for patients transferred from one acute hospital to another will
be made on a transfer per diem basis, capped at the per discharge payment amount, for
the hospital that is transferring the patient.

2. The smansfer per diem payment amount is equal to the statewide standard payment
amount per day, multiplied by the transferring bospital's Medicaid casemix index
derived from paid claims between June 1, 1998 and May 31, 1999 and wage area index,
plus pass-through, direct medical education, and capital per diem payments. The
standard payment amount per day is derived by dividing the statewide standard payment
amount per discharge by the FY95 average all-payer length of stay. The hospital-specific
capital, direct medical education and pass-through per diem payments are derived by
diving the per discharge amount for cach of these componeats by the hospital’s Medicaid
length of stay from casemix data.

3. Ingeneral, the hospital that is receiving the patient will be paid on a per discharge
basis, in accordance with the methodology specified in 114.1 CMR 36.05(2), if the
patient is actually discharged from that hospital. If the patient is transferred to another
hospital, then the transferring hospital is paid at the hospital specific transfer per diem
rate up to the hospital specific per discharge amount . Additionally, “back transferring”
hospitals are eligible for outlicr payments specified in 114.1 CMR 36.05(3).
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114.1 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY

36.07: Disproportionate Share Payment Adjustments

(1) Overview.

(a) Applicability. The Medicaid program assists hospitals that carry a disproportionate
financial burden of caring for the uninsured and publicly insured persons of the
Commonwealth. In accordance with Title XIX rules and requirements, Medicaid makes an
additional payment adjustment above the rates established under 114.1 CMR 36.05and 114.1
CMR 36.06 to hospitals which qualify for such an adjustment under any one or more of the
following classifications. Medicaid payment adjustments for disproportionate share hospitals
are a source of funding for allowable uncompensated care costs.

(b) Eligibility. Only hospitals that have an executed contract with the Division of Medical
Assistance are eligible for disproportionate share payments. Medicaid participating hospitals
may qualify for adjustments and may receive them at any time throughout the year.
Eligibility requirements for each type of disproportionate share adjustment and the
methodology for calculating those adjustments are described in 114.1 CMR 36.07. When
hospitals apply to participate in the Medicaid program, their eligibility and the amount of
their adjustment is determined. As new hospitals apply to become Medicaid providers, they
may qualify for adjustments if they meet the criteria under one or more of the following
disproportionate share hospital (DSH) classifications (114.1 CMR 36.07). If a hospital's
Medicaid contract is terminated, any adjustment is prorated for the portion of the year during
which it had a contract, the remaining funds it would have received are apportioned to
remaining eligible hospitals. This means that some disproportionate share adjustments may
require recalculation. Hospitals are informed if an adjustment amount changes due to
reapportionment among the qualified group and told how overpayments or underpayments
by the Division of Medical Assistance are handled at that time. To qualify for a DSH
payment adjustment under any classification within 114.1 CMR 36.07, a hospital must meet
the obstetrical staffing requirements described in Title XIX at 42 U.S.C. § 1396r-4(d) or
qualify for the exemption described at 42 U.S.C. § 1396r-4(d)(2). In addition, to qualify for
a disproportionate share payment adjustment under 114.1 CMR 36.07 a hospital must have
a Medicaid inpatient utilization rate, calculated by dividing Medicaid patient days by total
days, of net less than 1%. Effective October 1, 1995 the total amount of DSH payment
adjustments awarded to a particular hospital under 114.1 CMR 36.07 cannot exceed the costs
incurred during the year by the hospital for furnishing hospital services to individuals who
are cither eligible for medical assistance or have no health insurance or other source of third
party coverage iess payments received by the hospital for medical ‘assistance and from
uninsured patients, and as provided at 42 U.S.C. § 1396r-4(g).

.(?)

(a) Elmhmsx Hospuals dete:mmed ehglble for dlspropomonme share status pursuam 10
114.1 CMR 36.04 are eligible for this adjustinent.
(b) Calculation of Adjustment.
1. The Division of Medical Assistance allocates $11.7 million for this payment
adjusument.
2. The Division then calculates for each eligible hospital the ratio of its allowable free
care charges, as defined in M.G.L. c. 118G, to total charges. The Division will obtain free
care charge data from the hospitals UC-Form filings, on a fiscal year basis consistent
with the data cited in 114.1 CMR 36.04(2)a).
3. The Division then ranks the eligible hospitals from highest to lowest by the ratios of
- allowable free care to total charges determined in 114.1 CMR 36.07(2)(b)2.
4. The Division then determines the 75th percentile of the ratios determined in 114.1
CMR 36.07(2)(b)2.
S. Hospitals who meet or exceed the 75th percentile qualify for a High Public Payer
Hospital Adjustment. The Division multiplies each qualifying hospital's allowable free
care charges by the hospital’'s most recent cost to charge ratio, as calculated pursuant to
114.6 CMR 11.04 to determine allowable free care costs.
6. The Division then determines the sum of the amounts determined in 114.1 CMR
36.07(2)(b)S. for all hospitals that qualify for a High Public Payer adjustment.
7. Each eligible hospital's High Public Payer Hospitals adjustment is equal the amount
allocated in 114.1 CMR 36.07(2)(b)1. multiplied by the amount determined in 114.1
CMR 36.07(2)(b)S. and divided by the amount determmined in 114.1 CMR 36.07(2)(b)6.
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